










TE 


FOREIGN POLICY 
Sn 


4n inte rpretati ” ‘ 

Research Staff 
Subscription, One Dollar a Year 

FOREIGN POLICY ASSOCIATION, Incorporated 
18 East 41st Street, New York, N. Y 


l events by the members of the 





Vou. XIII, No. 21 


MARCH 23, 1934 





SHIP SUBSIDIES AND THE FUTURE OF 
WORLD SHIPPING 


by John C. deWilde 


Wartime expansion of American shipping; Shipping and national 
defense; Merchant marine policy of the United States; Mail 
subventions; Profiteering; Shipping policies of France, Italy, Japan, 
Germany and Great Britain; International shipping agreements. 
March 14 issue Foreign Policy Reports 
25c a copy 


Subscription: $3 to members; $5 to non-members 





Entered as second- 
clase matter December 
2. 1921, at the Po 
Office at New York, 
N. Y., under the act 
of March 38, 1879. 











Sk 4 
& ,ws 
riodical Divist - 


fibrary of Congress, 


= 


ashineton, D. C. 














MUSSOLINI WRESTLES WITH DANUBIAN PROBLEM 





HE Rome negotiations which ended on 

March 17 with the conclusion of three proto- 
ols at the Palazzo Venezia by Premier Musso- 
lini, Chancellor Dollfuss and Premier Goemboes, 
carried out a basic principle of Italian foreign 
policy, which favors settlement of political and 
economic issues at small conferences of the in- 
terested powers rather than at large international 
gatherings. In the first of these protocols, which 
is open to adhesion by other states, Italy, Austria 
and Hungary agree to consult each other when- 
ever one of them considers it advisable, and to 
pursue a common policy designed to promote ef- 
fective collaboration among European $s states. 
The second protocol provides for the conclusion, 
before May 15, of bilateral agreements to foster 
the exports of the three states; promises that 
Italy and Austria will adopt measures to relieve 
the difficulties suffered by Hungary owing to the 
decline in wheat prices; declares that every effort 
will be made to develop traffic through Adriatic 
ports; and creates a permanent committee of 
three experts to develop economic relations be- 
tween the signatory states. In the third protocol 
Italy and Austria agree to open trade negotia- 
tions on April 5, and Italy undertakes to grant 


preferential treatment to the largest possible 
number of Austrian manufactured products. 


While no public reference was made to treaty 
revision during these negotiations, Premier 
Mussolini told the quinquennial assembly of the 
Fascist party on March 18 that Italy would con- 
tinue to support Hungary’s territorial aspirations. 

By the Rome protocols Italy, Austria and Hun- 
gary have created a Fascist bloc pledged to com- 
mon action in foreign affairs, and designed to 
preserve Austria from absorption in Nazi Ger- 
many. The efficacy of Italy’s Danubian scheme, 
however, hinges on the measure of mutual eco- 
nomic assistance which can be extended by the 
three Fascist states. The facilities which Italy 


offers Austria and Hungary in Trieste and Fiume 
are intended less te stimulate Danubian trade, 
which has been diverted to Hamburg since 1919, 
than to revive traffic in these Italian ports. The 
proposed readjustment is bound to arouse resent- 
ment not only in Germany, but also in Czecho- 
slovakia, which has benefited by the transit of 
goods from Austria and Hungary to Hamburg. 
Nor do the trade agreements sponsored by Rome 
promise a solution of Austro-Hungarian eco- 
nomic problems. Increase of Hungary’s agrarian 
exports to Austria is opposed by the Austrian 
farmers, whose interests are championed by 
Chancellor Dollfuss, while Italy, which strives 
for self-sufficiency in wheat, offers practically no 
market for this Hungarian export. Italy may 
succeed in absorbing a larger quantity of Aus- 
trian manufactured goods than in the past, but 
Austria cannot hope to increase industrial ex- 
ports to Hungary, whose manufacturers are de- 
termined to resist their neighbors’ competition. 
Moreover, many Hungarians, although resenting 
the Nazi theory of race superiority and fearing 
Germany’s eastward expansion, believe that the 
Reich provides the only adequate outlet for their 
products, and favor collaboration with Hitler. 
Premier Mussolini’s espousal of Hungary’s de- 
mand for treaty revision is intended to persuade 
the Hungarian government to abandon negotia- 
tions with Germany, and throw in its lot with 
Italy. The Reich has countered this move by 
threatening to close its market to the products 
of Danubian countries. 

Italy’s support of treaty revision, which may 
not win Hungary, cannot fail to antagonize the 
Little Entente, without whose collaboration all 
schemes for economic revival in Central Europe 
must prove abortive. France, ready to support 
any Danubian scheme which avoids Anschluss, 
had pressed the Little Entente to accept Italy’s 
proposals. Czechoslovakia, however, prefers 
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Anschluss, even though it threatens Nazification 
of its 3,500,000 Germans, to the establishment of 
an Austro-Hungarian bloc which might seek to 
restore the Hapsburgs under Italian patronage. 
A similar stand has been taken by Yugoslavia 
and Rumania, which not only fear reconstitution 
of the Austro-Hungarian empire, but regard 
Germany as their best market. Yugoslavia is 
already negotiating a trade agreement with Ger- 
many. Czechoslovakia and Rumania, whose con- 
trol of Slovakia and Transylvania is threatened 
by Hungary’s territorial demands, may be ex- 
pected to follow suit. It is even reported that the 
Czechoslovak government, alarmed by the con- 
clusion of the German-Polish non-aggression 
pact and by its controversy with Poland over the 
treatment of the Polish minority in the Czech 
territory of Teschen, may seek to conclude a non- 
aggression treaty with Germany. Italy’s initia- 
tive, far from clarifying the situation in Central 
Europe, thus appears to have sharpened the 
issues which divide the Succession States, and 
may not only cause an irreparable breach be- 
tween France and the Little Entente, but throw 
the latter into the arms of Germany. 
VERA MICHELES DEAN 
The Anglo-Japanese Textile Conflict 

The breakdown of the London negotiations be- 
tween British and Japanese cotton exporters on 
March 14 constitutes the latest development in a 
long-existing conflict that has reached its climax 
during the years of the depression. For nearly 
two years British textile interests have been 
seeking means to protect themselves against 
Japan’s steady encroachments on their cotton 
markets. Owing to currency depreciation, cheap 
labor and improved automatic machinery, Jap- 
anese textile manufactures have _ increasingly 
challenged Great Britain’s traditional supremacy 
in this field. In 1933 Japan exported 2,087,413,- 
000 square yards of cotton cloths to Britain’s 
2,031,138,900, surpassing the British figure for 
the first time. Japan and Great Britain have thus 
become evenly balanced competitors in a world- 
wide struggle for textile primacy. 

For the greater part of 1933 the most acute 
center of this textile conflict was in India, where 
a bitter Anglo-Indian-Japanese controversy was 
waged. India itself possesses a large textile in- 
dustry which already supplies approximately 
three-quarters of the total Indian consumption of 
manufactured cotton goods. In 1929 the remain- 
ing one-quarter of the Indian market was divided 
between Britain and Japan in the ratio of 
roughly two to one. By 1932, however, Japan’s 
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sales — 578,000,000 square yards — had mounted 
until they were not only virtually equal to Brit- 
ain’s, but had begun to reduce the percentage share 
sold by Indian mills. An outcry against alleged 
Japanese “dumping” was raised, and early in 
1933 the Government of India denounced the 
Indo-Japanese commercial treaty and increased 
the Indian tariff on foreign—chiefly Japanese 
cotton goods to 75 per cent, giving British goods 
a 50 per cent preference in the Indian market. 
In retaliation, the Japanese cotton manufacturers 
voted on June 13 to suspend purchases of Indian 
raw cotton. 

Out of this situation came the tripartite con- 
ference of Anglo-Indian-Japanese cotton interests 
held at Simla, in British India, during the clos- 
ing months of 1933. On January 5, 1934, the 
conference formally approved the chief items in 
a new Indo-Japanese commercial treaty, effective 
until July 31, 1937. During this period, the In- 
dian tariff on British cotton goods will remain 
unchanged at 25 per cent, while the duty on Jap- 
anese goods will be fixed at 50 per cent. An Indo- 
Japanese barter arrangement, however, provides 
for an annual maximum Indian import of 400,- 
000,000 square yards of Japanese cotton goods in 
recurn for the Japanese purchase of 1,500,000 
bales of Indian raw cotton. 

This agreement paved the way for a conference 
on the broader issues involved in Anglo-Japanese 
textile competition, which convened at London on 
February 14, 1934. Aside from India, British 
cotton manufacturers point to the following 1933 
increases in sales of Japanese cotton goods to 
former British markets (in millions of square 
vards): Africa, 41; South America, 29; Austra- 
lia, 20; and Egypt, 15. Lancashire interests have 
not hesitated to demand the abrogation of the 
Anglo-Japanese commercial treaty as a means of 
protecting the British cotton industry against the 
successful Japanese competition signified by these 
figures. The present London conference of Brit- 
ish and Japanese cotton manufacturers consti- 
tuted an effort to avoid this outcome by an allo- 
cation of world textile markets. Five weeks of 
negotiation ended in an impasse on March 14, 
when the Japanese manufacturers definitely re- 
fused to accept the Lancashire proposal that fu- 
ture Japanese exports should increase only “as 
and when an increase occurs in world trade.” 
The British and Japanese governments will now 
probably attempt to reach an agreement, failing 
which the abrogation of the Anglo-Japanese com- 
mercial treaty and a disastrous trade war are 
distinct possibilities. T. A. BISSON 








FOREIGN POLICY BULLETIN. Vol. XIII, No. 21, March 23, 1934. 
Headquarters, 18 East 41st Street, New York, N. Y. 


Published weekly by the Foreign Policy Association, Incorporated. National 
RayMonnp Lesite BuRLL, President; EstHER G. Open, Secretary; VERA MICHELES DEAN, Editor. 


Entered as second-class matter December 2, 1921, at the Post Office at New York, N. Y., under the Act of March 3, 1879. One Dollar a Year. 
F. P. A. Membership, Five Dollars a Year 











